Company's Characteristic Influencing the Success of Bank IPOs by Surbakti, Selamat
Bus incss  anc l  I ' ,n t rep lencur ia l  I {c \  i c \ \
I S S N  0 t t - i 3 - 9 1 8 9
A p r i l  2 0 0 7 .  p a g c  i  7 9 -  I  9 ( r
I N T R O D U C T I O N
Any cornpanies that have not becn publ ic l l '  l isted
in stock market may' issLre new stocks in capital  rnar-
ket througlr  prrbl ic ofTering nrechanisnl  or knorv as
Initial Public OJ/'erirtg (lPO) rvlrere shares at the
f i rst  t ime are issued and offerecl  to pLrbl ic.  Under this
rrechanism, intbrrnat ion on issue is sprcac' l  out to
publ ic.  Those sl tares are f  i lst ly '  issued in pr intarv
nl( trket.  The issuer i rr  this nrarket is c l i rect ly related
to trarrsact iorrs arrd gain direct prof i ts of the shares
issued. Upon the shares transact iorr  n ' i th investors.
such shares become part of .\ec'ortdun, murket Ihat
is a market in 
"vhe re transact ions are l rade in stock
exchange rvi th investors.
There are 7 (seven) r ,ar iables inf luencing the suc-
cess of IPO cornpany af ierrnarket" nanrel l ,  ( l )  ,s i :c
effacr, (2) age at the o./fering. (3t initial return,(J)
IP) ttctit'il:, (5) nturkat level, (6) nllnlbcr o/ ri.sk
factor,s antl (7) in,sitler ou'nership (Hansler et, al
1991).  Any conrpanies rvhose ages are older than at
the t ime of IPO is laurrched wi l l  at tract investors'
at tent iort  to bul s ' . rch sl tares re lat i r ,e to the ;-orrngcr
ones. I t  is pLrbl ic opinion that shares acc' lLr i red throirr l r
lPC. .v i l l  be  rnorc  p ro f i t rb lc . lpar t  1 r 'onr  har  ing  d iv i -
dent ls,  investors alscl  gain plof i1s l ionr : ; l ralc r tr icc
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f luctLrat ion (<'u1t i  tul  guir t) .
A StLrdl 'conducted b1'Carol  Marie Boyer (2004)
finds that an investor buyirrg shares throLrgh IPO shall
hold at minirnurn 61'ears to gain posi l ive ctbnormcrl
t 'e lurn. i f  an investor acquires hares through IPIO
one year after the offer then they shall at least hold
for flve years. Tlrus. priorto the acquirement of shares
throLrgh lPO.  inves tors  a re  requ i red  to  p red ic t
rvhether such shares r ,v i l l  survive louger.  lv l r ich the
inrpl icat ion is to provide prof i t  or on the contrary
cause a  Ioss .
Data f}om Jakarla Stock E,xchange (JSE). from
1996 to  2003 shorv  tha t  there  are  l4 l  conrpan ies
rvele nrade a listing. In this period 22 of thern are
bank ing  courpan ies  or about  15 .6%.  By  1996 there
rvere 2 ( tu,o) banking cornpanies holdirrg IPO pro-
_qranr.  namely Bank Negara Indonesia arrd Bank
Urnrrrrr  Servi t ia.  in 1991 there were 7 (seven) banks
held IPO program, that is Bank Pikko, Bank CIC,
Bank Arya Panduarta. Bank Mayapada, Bank Uni-
versal.  Bank Global Internat ional nd Bank Bahari .
ln 1999 there rvere 2 ( two) banks held IPO: Bank
Victor ia Intcnrat ional and Bank Danpac. B.v 2000
thcle u'ere :1 ( fbrr)  barrks held tPO. t l reir  are Bank
it , ' legn. [Janl i  Ctntral  Asia. Banh Buana Indonesia,
f l i r r , i .  Artha N rga Kcrrcana. And irr  2001 ,  thcre r ' . ,cre
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Abstract :  The bacl<ground of th is  s tLrc ly ' is  Bank's  requi renrent  to nrake t i rnd avai lable for  business
expansion.  rener i 'a l  o1- technologl ' "  research and c lcvelopnrent .  L lpon conrpan\ ' 's  l is t ing in  s tock exchange
(Jakaf ia Stoc l< Erchange).  Bank r i ' i l l  have f iesh f i rnds f iorn publ ic  ( investors)  as a resu l t  o f  s tock sel l ing to
publ ic .  Oneof  investrxentsthat  Inost  invcstors pref 'er  in  capi ta l  r larkct  is  IPO. IPO isarnonrenl .  r vh ichthe
in i t ia l  s tock is  publ ished and of l -ered to publ ic .  The ob. iect ive of  th is  s tudy '  is  to  analyze company's
character is t ic  in f luencing the success of  Bank IPO This s tudy takes 2 l  publ ic ly  l is ted banks at  Jakar la
Stock Exchange (JSE)as the ob.ject of this stLrdy and there are 7 variables clected as the pararneters of the
success of IPOs. Data analvsis r-rsed in this study' is f ionr prospectus and data transaction of the cornpany
that  was pLrbl ishecl  in  Jakar ta Stoc l i  E,xchange.  The resul t  o f  th is  s tudy conclude that  there is  no var iables
( size effe ct. age at the offering. IPO Actrvity. init ial retr-rrn. rrarket level. nLrnrber of risk factors. and insider
orvnership)  that  in f ' luence the sr- rcccss of 'Banl< IPOs af terrnarket .
Kel,rvords: IPO. insider o'"inership. afterrrarket. . lSE
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2 ( tuo)  banks  he lc l  IPO prograr r .  thcv  are  L ]an l i
E k s e k u t i f  l n t e r n a t i c l n a l  a l t c i  B a r t l '  N i l  s a t t t a f a
Parahiangan. ln 2002 t l rere rvere 3 ( three) bartks:
Bank Su adesi.  Bank Butniputera Inclonesia and Banl i
Kesarvarr.  and in 2003 there were only 2 ( tu.o) banks
of le r ing  they '  shares  th rough IPO.  nanre ly  Ban l i
Mand i r i  a r td  Bar tk  Rakvat  Indones ia .
M E ' I H O D S
In  the  i nves t rnen t  c l c l e .  t ang ib le  asse l s  a re  a l so
cal led as ret t l  us. tet .s .  and i r t tar tg ib le assets afe fe-
ferred as fiuunc'iul (/.!,!c1,s. Both irt l 'esttrents above
a re  co rnp l i r r r c i l l l f \ .  no t  con tpe t i t i r  e  as  l  p rospec t  i r t
one s ide rv i l l  generate prof - i t  in  others.
According to Ci l r ran and Joehnk (  1996 :  6 '1:  "  In-
re.\tntcnl i.s ttrt1, vehicle into v'hic' lt fund cun be
plttcecl v'itlt the crpactuliort lhul lhL'.t' vill gcncr-
ute posilire inc'onte utttl,"ot' lheir t'ulut' t:rtt he ltre-
,served ot' inc'reu,setl "
Sharpe and Alexander (  1999 :  9 l  8)  s tated invest-
nrent  is  "The.sac:r i f ice of  c 'er /u i r t  pre,senl  vu lue
for ( po.ssibb' uncerluin ) .future rttltre ".
Rose (2000 :  5)  has her  opin ion about  investment
as follows: "lnveslmertl i ,s L:xltertdiltrre,\ ot1 c'ult itul
goorl,s or on iuventorie.s o.f 'grxtd.s or' t 'ox' ntur(ri-
ul.s lhat ure used lo prutcltrt'e olher goorls nnd .sar-
v ice.s,  c 'c t t r ,s ing f i l t t r re Ttrodtr t ' t io t t  t t r t t l  i r r t 'o t t ta  lo
ri,se " .
Irrvestnrent Furrctior-r: " W u,s.ttrrtrc l l ttr/ irn't,,s-
tor (rre inlere,sted only i71 lhe ntonc/ur'.y' hertc.fit /o
be obtained./rom inve.sling, u,s opTtosed lo .strc' lt
factors cts the phv.sic' irtc'ome to be clcrivetl fi'ortt
i m pre,s.s i n g on e'.s 
.ft' i e n d s v' i l h on c's .fin u n c' iu l prunr -
c ,ss "  (Jones 2000:4) .
Frorn sorne understandings above i t  can be corr -
c lLrded that  and investrnent  is  in terrc lec i  to rnainta in a
value or  increase a value of  the invested capi ta l .  bLr t
t h e  c a p i t a l g a i r r  i s  u t t c c l t a i r t .
Risk and Time of  Investment .  Investnrent  of
any k ind conta ins r isks to be conf l 'onted n, i th  to a
cerlair.r extent.
" IJ v,e c'on.sitler int:e.stctr ri.sk fiont thit pt,t'-
spectirc, lhen v,e c'nn clefinc ri.sk u.s lhe churge.s
o.f'receivirtg an ucluul olher lhun a.r;teclcd. which
.simplv meun,\ l l tere i,s t 'urictbil i /1, irt re/urn,s rtr
otttc'ontes.from the inve.stnteil l" (Weston et. al. 1990
:  I  8 3 ) .
According to Van Horne and Wachor,v iez.  (  l99B
: 9l) " If v,e cle/ine risk the variobili1' o.f relurrt
from lho.se thal are expeclcd ". From those two
def in i t ions above,  i t  can be assunred that  r is l ts  are
possib le deviat ion of  u,hat  is  expected or  deviat ion
of  real  incorne of  the expected inconre.
i  ne s. t  t r  t t  L l  Lntr t ,  1t re r t  e t t  r  i  a I  Rey i t t r
Anatol i  Karvof (2004:10) explains that investrrent
r i sks  a re :  (  l )  Lou r i sk  inves tnren t  i s  a  re la t i ve  sa fe
inl 'estnrent to the i rr l 'ested l i rnd and received out-
comes.  (2 )  l l i gh  r i sk  inves t rnent  i s f iequent lv  con-
sidered as a spcculat ion. atr  investr lent fbr unceftain
outcome. Inl 'estor behavior agerinst r isks (Weston and
E,Lr-qine. 1990: 446) is:  ( l )  Ri.sk At:er.se Inve.stor,
meun.\  invcstr lcnt at  non r isky investr lent products,
( l  t  R l r l  \ t ' r ' 4 t ' / '  l r t v t ' . s lo t ' .  tn ( ( tn \  i r t r  es to rs  e r r joy i r rg
r isk lactors. i f  arr  investor expects big returns. then
he shoLrld invest in bigger r isk investrnent products.
(3 )Ri.sk Intli lf erettc'a hn'c,slt tt ', ntL'(tu\ inr estors u'ith
ar r r  i r r r  cs (n te r ) l  p r t l r l r rc ts  lo  i r t r  es t .
Financial  Market.  Financial  rnarket is a mar-
ket tcr trnite Srrry;/us Spencling Lnit with deficil
,spencling anil. Thus. tlnancial market is to facilitate
cxchanges betrveen the saver and borrorver. Upon
the nresence of f inancial  rrarket in economic affairs
then the  separa t ion  o{ ' sav ing  ac t ion  anc j  inves t r len t
rvi l l  bc clef- ini tc.  as econonric Lrni t  having surpl t t ,s
sperttlirrg tutit ntay save lvithout considering arry kind
of investnrents o make. On the contrary, investor
classifled as t{e.ficit ,s;terrding lrnil needs not to save
f irst  lo ureet i ts needs.
Rei l ly and Brou'n (2000: l0B).  character ist ic hat
investors seek to ident i f l  f inancial  market qLral i ty is:
a) Arai labi l i tv of  inforrrrat ion, b) Liquidi ty,  that is abi l -
i t r .  to bLry,and sel lassets fast in good pr ice. and parl
o1' l rqLr idi ty '  s pr ice stabi l i t l , "  c) Transact ion cost.  set-
t ing louelthe transact ion cost is.  gett ing better i t  rvel l
be. d) t-.f 'ficieno, of infbrrnation. change of infbrrna-
l i t r r r  i s  l c f l c r tcd  in  sha le  Pr icc
Funct ion of Financial  Market.  l 'he f i rnct ion
of l lnarrcial  rnarket is:  (  1 )  Accumulat ion of Wealth.
nrearis al l  t ransact ion act iv i t ies in pr irnary and sec-
ondary'  rrarket wi l l  create nerv lvealth coming from
the added value rnade by transact ion actors and
nrecliators in financial market (2) Allocation of Wealth.
l reaus r.vealth gained f iom investors and savel 's.
n 'hich are then stated in nurrerous port fol ios that
rnight be changed by the holder throLrgh secondary
rlarket fol profit to the cerlaintv extent of risk (3)
l . iqLr idi ty Ad-justment.  means t l te pr irnary dintension
ofal locat ion process is adjustntent betrveen l iquid
assets and non-l iquid assets. The funct ion of f inan-
cial  market is to assist  to reach balance bet,uveen the
l i r l f  r lhnent of l iquidi ty needs and needs of bond hold-
ers (zl) Policy Function. rneans flrraucial rnarket func-
tions as monetary policy irnplementation. for instance.
through open marl<et operation instnrment, (5) Infor-
rnat ion Funct ion. rneans f inancial  market funct ions
as infclrmation soLlrce regardirrg monetary condition.
impact of economic pol icy and pLrbl ic expectat iou
Financial Market Risk. Aparl fi 'om capitaIgain.
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f i r rarrc ia l  r rarket  a lso conta ins r isks that  i ln  estors shal l
hear .  T l re r isks iue c lass i f lcc l  as econonr ic  r is i i  a t tc l
non-econonr ic  r rsk ( l )  . \ Iurkal  /?1,r f r  or  l r t lere.s l  r i ,sk
and axchunge r i , r l .  r t reans r isks ar is inq ot r t  o f  l . r l ice
1 ' luctuat ion.  i r r terest  rate.  ancl  cxchansc rate.  ( l )
Reinve.s lnant  Ri ,sk,  rneans r isks fbr  investor  to  real -
locate fur td f iom high pro l i t  ga in i t rvest tnent  to  lorv
profit rrain inr. 'estnrent. (3) Dc/utrlt Rr.rk. rneans l islr
ar is ing oLr t  of  c ' lc faLr l t  a t  the due c ja1e.  ( : l )  l ' ' tu tc lu-
ntentu l  Ri , r f r ,  tneans r isk ar is ing oLt t  o f  chat tge of
rracro-ecolronr ic concl it ion. n.lonetan. f l scal. ancl rtther
governrre l r t  pol icy ' .
Ross et  a l  (  1996 :  2145).  t l re  corrst ruct ion of ' IPO
is: " ,4 c'ontpunr's l ir ' .st erluil.r '  i ,s.srrt tttutle uruil-
l l t t . s i t r c ss  un t l  E r t t r a l t r eneu r i a l  l l e y i e tL  l 8 l
uhlc lo the ptrhlic' or un utl.\((r,sonad ncw i,s.sue".
A c c o r c l i n g  t o . l  a n r e s  C l  . V a n  F l o r n e  &  J o h n
\\ 'acho* ich (  1998 :  708)" t l re corrst luct ion of IPO is
''.,1 c'orttpunt"s lir.t o.//erirrg of c'ontnrort ,slock lo
gcttartr l  puhl ic" ' .  Flor l  nur lber of constnrct ions
above. i t  can be concluded that IPO is made as share
selling activit)'. especiall)' cornrron shares for the first
t i rne olTered to pLrbI ic b1, pubI ic l_v- I isted companies.
Data f l 'onr Jal<af ia Stock Exchange concerrr ing
pLrbl ic lr  isted cornparr ies having IPC) proeranr in 1996
2003 arc 1.1 I  cornpanies and at the same period 46
conrpanics arc del isted frorn the stock exchange. The
graphic belorv present the l ist ing and del ist ing com-
parr ies at. lS[, ] :
F i g u r e  l .
Hypothesis Formulat ion. Def ini t ion of the suc-
cess of IPO shares is stocks renrain l istcd in stoclr
market at the tinre of ' 'afterrnarket'' period. And defi-
rr i t ion of the fai lure is del ist ing is r lacle f i r r  ncgat ive
reasor. l  (other than merger" reason).  Other pararn-
eters of IPO fai lure is decreasing pr ice pefcentage
of the f ist  af terrnarket pr ice. That 's the paranretc 'r  is
used by  inves tor  u ,h ich  has  less  i r rpac t  than the
del ist ing impact.
Size Effect. Hypothesis of ,Si;c fipcrl states that
gett ing bigger of IPO in nunrbers is.  sett inc better
the  pos i t ion  rv i l l  be  in  the  rnarke t  and has  capab i l i t v
to get awa,v- rv i th value deglat lat i t rn arrd surnrount
any mis- investrrent s rateg) 'conrparecl  n ' i t l r  IPO in
smal l  nunrbers . .  R i t te r  ( in  Hens le r .  e t .  a l .  1997)  ind i -
cates that smal ler of- fer in anrouut is incl ined to be
poor in uf iermarket.  In a study'conducted b1,( 1993)
f inds that srnal l -s ized corxpanv has high probabi l i t l '
for delisting and big-sized cornpany has high prob-
abi l i ty to survive. Big ' -s izes cornpanies u' i l l  cont iuue
to  ex is t  longer  in  s toc l i  marke t .  t l l :  S ize  e f fec t  has
sicni f icant effect on the sLrccess IPO.
Agc at the offer ing. Rit ter ( in FIensler.  et ,  al .
1997) states that ase of cornpany'at the t ime of in i-
t ia l  pLrbl ic of  fcr ing is one of important ntatters in tenn
of r isk and f lncl  strong tcdiorrs correlat ion between
age of colnpanv at thc t iure of of fer ing and after-
rnarket perfornance. I t  is also found that older cont-
panies pfesent better per lbrmance aftermarket than
the 1'oLrn-9er ones. So that i t  is expected that the age
of cornpany at the t i r le of IPO laLrnching has posi-
t ive relat ionship n' i th the long period of success. H2:
Age at the of l 'er ine has signi f icant eff-ect on the suc-
cess  o f  IPO
In i t ia l  I l c tu rn .  SchLr l tz  ( in  Hens le r .  e t .  a l .  1997)
f inds that probabi l i tv of  conrpanr, lai lLrre in the f i rst
year lras rregative tlect on the initial return. lI is
also foLrnd that there is no signi f icant correlat ion be-
tween ini t ia lreturn and probabi l i ty,of  success in the
second and third vear.  I t  is expected the probabi l i ty
of srrccess of the cornpany increases along with the
increase of in i t ia l  return al td posit ive correlat ion. so
that the success has posit ive correlat ion rvi th the ini-
t ia l  return. H3: lni t ia l  return has signi f icant effect on
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the  success  o f  IPO
IPO act iv i t l ' .  Ri t ter ( in Hensler" et"  al .  1997) f inds
that total return for tlte thlee 1'cars has negativc ef-
f 'ect orr  annual IPO r"olLrtre.  Flcrts lcr (  1997) f incls that
IPO capab i l i t l  to  co t t t inue  to  ex is t  i s  a long v r  i th  the
increase ol  IPO uc'1i t ' i l1 ' .  IPO ucl i t ' i t t ' is erpcctccl
to af- fect the success of IPO. I l4:  IPO act iv i t r .  has
signif icant eff 'ect on the sl tccess o1- tPO
Market level.  Havirrg the i t rcrease i l t  general
nrarket level at  the t i rne of of fer ing is latrr tched. IPO
ab i l i t y ' to  sLr rv ive  l r r l l  c icc l ine .  So i t  i s  e \pcc tcd  tha t
the  cor re la t ion  be tu 'cen  the  s t tccess  o f  IPO ar tc l
rnar l<e t  leve l  rv i l l  be  negat i r  c ( l  l c r rs le r  :  I  997) .  H5:
Market level has sigrr i t icarrt  ef fect on thc sLtcccss
of  IPO
Number of r isk factors. Ernpir ical  evidence
states h igh-r isk IPO w i l l  usua l ly '  be utr t lcrpr ic 'ed.
Cornpanl 'with high r isk has high probabi l i ty ei ther in
its operational rnatters. Bacl resr-rlt of operatiortal u il l
have impact on t l re contpattr"s assels" and cot lpant"s
assets are trade cr i ter ia in stock ntarket.  So i t  is e.r-
pected that the corrpan\r ni th high r isk fhctor u ' i l l
af fect he lon'  levcl  of  success (Hensler :  1997).  Ha6:
Nunrber of r isk has sigl t i f icant ef- fect on the success
of  IPO
Insider Ownership. Percentage of I tLtmber of
shares orvrred b;-  holders in the structure of the conr-
pany'  is a cer l i f icat ion t l tat  managerial  decision rvi l l
be equal to the iuterest of  sharel tolders bey'oncl the
structure of t l re cornpanl ' .  I t is expected that insider
ownership wi l l  have ef- fect ou the success of lPO.
Ha7: Insidel orvrrership has sigrr i l lcant ef- fect on the
success of IPO
Variables used in this studv are: Depenclct t t  r  r t t ' i -
ab le :  The success  o f  IPO a t td  i t tdependen l  r  a r iab les :
Character ist ic of conrpan1,corer ir tg sizc ef ' fcct .  rgc
at the oll 'erirrg. initial return. IPC) actir itr. nrarket lei el.
nurnber of l isk factors. In s ider Ou nersh i ;1.  ' l 'he srrc-
cess pararneter of IPO is period of IPO capabi l i t r
to cont inue to exist  in stocl i  marl tet  (Table l ) .
Defi nition of Operational Va ria ble. I)ef-i nit ion s
and variable indicators appl ied in this studl ' :
Size e.fft,cl is intpact of arrrount ol' shares of--
f 'ered. as ident i t ' ied in ini t ia l  publ ic of l t r ing. rnLr l t ip l ied
u i th nurrber of shares issued.
Brr. ru lg.s. i  t tt t  t l  l ' ,  t r  I  re t  t  r  e n e t r  r  i  o I  Re t  i  e v
: l lurkcl1o'cl  is stock inder incl icat ing the stock
lerel .  rneasurecl  rv i th comrron stock index l isted in
stock marl<et t rade (per anrtLrm).
Ntrnther o/ ri.sk fuc'lor is nr-ttrrber of corrpalty
r is l is containecl in the cornpan\ ' 's prospectus.
In.sider (hvter,sltiTt is nutnber ol- shares orvued
br holclcrs in the structure of the compan),.
Popu la t ion  and Sample .  PopLr la t ions  o f  th is
stuclr .  are 22 banking companies laLtnching IPO in
1996 '  2003.  Of , the  22  cor lpan ies .  o r r l l ' 21  cornpa-
n ics  *ere  qr ra I i f ied .  nnrne l \  I i s t rngand de l i s t ingcom-
panies f l 'onr thc stock erchanqe in period of 1996 -
2003. Banl< Llnil 'ersal vr'as not covered in the sarnples
c luc  to  the  bank  had rnade a  lxerger  u , i th  Bank
Perr lata in 2001. Data Lrsecl  in this stLrdy are sec-
ondary'data in the fbrm of o/fbring price li.st atthe
t inre o1' lPO. c ' lct .s ing pr ic 'e l i ,st  at  the t ime of IPO
ancl share pr ice l ist  af ter the IPO per year in the
stock trading in. lakalta Stock Exchange (JSE) 1.rom
1 996 to  2003.
This stLrdf is a correlat ional stLrdv for the pLrr-
posc of ident i f l ' ing eI- l 'ect betrveen one variable and
other var iables and providing ans\\ 'ers to the prob-
ler l  folr lu lat ion under correlat ional nd hypothesis
stud1. This strrdf is rreant to f i r rd out the company
characteristic effect (size ef.fect, age al the ri/br-
irrg, iniliul re/urn. IPO crctit,ity, murket level, num-
ber of risk fhctors, und In.sicler Ovvner,shrp) on
the success of IPO u.f iarnurket.  Method appl ied in
t l r is stLrcly '  is Doubled-Linear Regression Model.
Regress ion  Equat ion .  By  app l f  ing  independent
r ariables: .si:e e/fe ct, uge ut tha offering. initiul
t'(lut'n. lf '}O trc'lit ' i lt ', nturkel level, number o.f risk
lur'tor.s. tttttl Itr.siclcr (hrncrshilt as X,. X.. X", X'
X . .  X , .  X-  and dependent  var iab le :  the  success  o f
IPO as Y into the rcglession equat iou. then the re-
gression eqtrat ion of this stLrdv is forrnulated as fol-
t()\\ s:
Tl te success of IPO - bo * b,  Size effect + b. Age
at the offer ing + [ .  |n i11u1
Returtr + br IPO Activitl, +
b. Market Level + b,, Nurn-
ber o1-r isk factor+ b- Insider
orvnership * e
Age o./'the ollcring is age of conrpan\' (in 1'ear).
as rnaturitv lrarameter of the conrpanv at the clate of Model Specification. Size Effect. Size Effect
IPO laLrnching. states that gett ing bigger IPO in rrumbers is.  gett ing
I n i / i u l  r e l u r n  i s r e t u r n o r i n i t i a l  i n c o n r e o l ' c o r n -  b e t t e l i t s p o s i t i o n * i l l b e i n t h e  m a r k e t a n d h a s c a p a -
pany. measured wit l r  the f l rst  da1 closing pr ice aud bi l i t l ' to get away with value degradat ion and sur-
subtracted lvith offerirrg price thereafter and divided mollnt any nris-investnrent s rategy compared rvitlr
rv i th the offer ing pr ice and urLr l t ip l ied orte hunclred. IPO in smal l  numbers. Srnal l -s ized company has high
IPO ac' t i t , i t f  is nur lber of conrpanies launching probabi l i t l ' for del ist ing and big-sized company has
IPO in a certain period (1, 'ear).  high probabi l i t l  to sLrrvive. Big-sizes companies wi l l
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cont ini le to exist  lortger in stock l l rar l (et .  - l -herefbre.
Size effec:t  has posit ive corfclat ion on the success of
I P O
Age at the offer ing. Age of corrparrv a1 the
t i rne of in i t ia l  publ ic ol fer ins is one ol ' inrporlant r lat-
ters in tcrrn of r isk ancl f inc' ls tedious correlat ion be-
tween age ol-  corrpanr at the t i rne of of- fer ing and
afterrnarket pef lbfrrance .  l t  is also lbund that older
companies present better perfonlancc af iermarket
t l ran the voLlnger ones. So that i t  is erpected that the
age of compalr) '  at  the t i r re ot '  IPO launchins has
posit ive relat ionship u i th thc lonr:  per iod of success
lni t ia l  Return. Probabi l i t r .  of  cor lparrv fhi l r rre
in the f i rst  vear has negat i le el ' lect on thc ini t iu l
rel l r rn.  There is sigrr i f icant corrclat ion l ret i leen iui-
t ia l  re tu rn  and probab i l i t l ' o fsuccess  in  the  second
and third 1'ear.  Probabi l i t l ,  of  s lrccess of thc corn-
pany increases along rvi th the increase of in i t ia l  re-
turn and posit ive correlat ion.
IPO act iv i ty.  IPO capabi l i t r  to cont inLre toer ist
along u i th the increase of IPO act iv i t r .  IP() t rct i t ' i t . t '
has posit ive corre lat ion r i ' i th the success of IPO.
Market level.  Har, ' ing the increase in genelal
nrarket levcl  at  t l te t ime of ofTcr ing is launched. IPO
ab i l i t y  to  surv ive  u ' i l l dec l ine .  So the  cor re la t ion  be-
tween the success of IPO and rnarket level is uesa-
t ive.
Number of r ish factors. Companv with high
r isk rvi l l  experience under pr ices. Conrpanl w i th high
r isk has high probabi l i t l  e i ther in i ts operat ional rrat-
ters.  Bad result  of  operat ional rv i l l  have ir lpact orr
the compant's assets. and corlparr)"s assets are trade
cri ter ia in stock rrarket.  So the company u, i th high
r isk factor wi l l  af fect the lorv level o1'success
Insider Ownership. Percentage of nurrber of
shares o, ' l 'ned by holders in the stnrcture o1-the corr-
pany'  is a cert i l lcat ion that rnarraserial  decision rvi l l
be eqLral  to the interest of  shareholders bevoncl the
stlr-rcture of tlte contpanr". lnsicler o*nership rvill have
effect on the success of IPO
Classic Assumption Test.  Regression eqLra-
t ion in this study'rvi l l  be testecl  u i th several  c lassic
tests.  arrong ot l ter thins:
Mul t i co l iear i t y  tes t .  Mu l t i co l inear i tv  rneans
there is high correlat iort  betu'een t \ \ 'o or rrore inde-
pendent var iables in one regression nrodel.  Decision
r rak ing  bas is  i s :
lF  V IF  >  10 .  n reans  there  is  MLr l t i co l inear i t r ,
I fV IF  <  1  0 ,  means there  is  no  Mul t i co l inear i tv
Heterosced astisi ty. H eterosced ast is it), shor',,s
a condit ion r ,vhere var iance of each error is hetero-
genic,  means i t  breaches classic assumpti t ' ln that re-
qr-r i res that var iance of error rnust be hontogenv.
Dec is ion  rnak i r rc .  has is  i s :
l l l . r i l c s , r  un t l  [ : t t t r ep ru t c t r r i u l  RL , y i e : r  183
I f  s igni f icant is < 0.05 ;  lneans there is Hetelr ts-
ced ast ist1.
I f  s ign i f - i can t  i s >  0 .05  :  mea l ls  there  is  Heteros-
cecl ast istr
Signif icance Test.  Lcvel ol '  s isni f icance of a
hvpothcsis is probabi l i ty of  re. ject ion of correct Ho.
Th is  le re l  i s  des igned r . r ' i th  s lmbo l  a  (a lpha) .  I t  i s
expected t l rat  r ight decision about zero hvpothesis
rvi l l  be rcached based on the sarnple vidence. but
t l rcrc is al l  thc t i r re probabi l i t r  to re. jecl  Ho or fai ls to
rc ' icct  a\ \ ' fong I Io hvpothesis.  Probabi l i tv of  t l t  is er ent
is l incxvn as alpha (o) ancl  betha (B) respect ivelr . , .
Probab i l i t l  to  re . jec t  Ho is  ca l led  leve lo f  s ign i f l can t
of a l rvpothcsis 1est.  [ t  is a contrnon thing to rnarl< a
certain level of-sisni f icant.  i rsual ly '0.01 ,  0.02. 0.05 or
0 .10 .  rv i thout  cer ta in  reason on  whr  th is  va lL re  i s  se-
lec ted .  Manner  seen in  de termin ing  the  va lue  cho ice
is sancl ic ' rn or relevant cause u, i th t1 'pe I (u) and type
I l  (p).  Rc. icct ing the r ight Ho is rnore detr iment to
than rc- iect ing the tvrong I Io.  then snral l  alpha is rec-
t'rrnrrenclecl to be chosen. If fhils to re.ject the r,vrong
Ho is more detr iment to than to leject the r iglr t  l - lo,
the  n  b igger  a lpha shou ld  be  se lec ted .  In  th is  s tudy .
the selected sigrr i f icance is0.05
Serial  Correlat ion /  Autohol ineari tas (  DW )
Test.  ALrtocorrelat ion is a condit ion rvhere interfere
error of cer lain period correlates wit l r  i r r terf-ere error
of the prer, ' ious period. Autocorrelat ion test is con-
d L r c t e d  b v  L r s i n g  D L r r b i n  W a t s o n  ( f i g L r r e  2 ) .
Autocolrelat ion test steps are as fol lows:
I  I0  :  therc  i s  r ro  cor re la t io r r
Ha :  there is correlat ion
Dec is ion  mak ing  b : rs is  i s
( . r i t c r ia  H0 Dec is ion
( )  I ) \ \  .  d l
f ) l  l ) \ \  '  i l t r
l-dl '. t)\\ . -.1
l -dLr ' .  I ) \ \ / . .  - l -d l
[ )L r  - '  l ) \ \ '  ' - l -du
Rc' jcctct l
. l  l t c rc  i s  no
d c c  i s i o n
I{e.j ectccl
I  hc rc  i s
c lcc  i s ion
,^cccptccl
. l - l r c lc  
i s  pos i t i rc
i l  u t( )c()f te I  l t t  I  ()  n
- fhcrc  
i s  no  dec is ion
-l  
l rerc is ncgrt ive
cur lc la t ion
' I  hc lc  i s  dcc is ion
' l  hcrc is
lrrIocon'cIat ion
RESUI,TS AND DISCUSSION
There  are  2 l  Indones ia r r  ban l< ing  pLrb l i c ly  l i s ted
corlpanies from 1996 2003 at . [akarla Stock Ex-
change becorne the object of  this stLrdy. Of the 2l
banl<s as the sample. there are three banks have been
l is t ing  in  1999,  na lne ly  Bank Umunr  Serv i t ia ,  Bank
Ar1'a Panduarta, nd Bank Bahari .  Next,  the name
I U +  S t  l l L l ] . , \ K  I  I
of banks as the otr- iect of  thc st t tdr ancl  artal l  s is r t t t
descr ipt i re basis regardirrg 2 faclors af ' fcct i rrg t l te
success  o f  IPO
The Success of IPO. ' l 'he st tcccss of IPO mea-
sLrred f ionr the date of I ist ing to the date o1'del ist ing
or to the end of 200i is calculated based on the nLttn-
ber of nronths. Based orr the data analrzeci  l ry the
u,r i ter.  thc fol lou ing table presents (  l 'able 1.) .
Based on  ana lvs is  lesu l t  o f  tab le  2  i t  can  be  seen
that 5 Banks retnain l istecl  unt i l  2001 r leasule d based
on the total  of  the longest trol t th is:  [ ]arr l i  Negara
Indones ia  (86  mont i rs ) .  Ban l i  P ikko  (84  tnonths) .
Bank CentLrry lnterr ' 'est Corp (  79 ntonths).  Batt l i
May'apada (77 nronths) artd Bartlt Global ttterttatiortal
(73  nron ths) .  Ar rd  the  I i s t ing  conrpan ics  L rn t i l  2003
are three banks: Bank Unurtr  Servi t ia (29 rnonths).
BankArl 'a Pancluarta (22 rronths).  Bank Bahari  122
months). The three delisting banks fi 'orl .lakarla Stock
Exchange occurred on Apri l  1999 due to the Inorr-
etary cr is is overwhelrning Indonesia t  that t inre and
rron-perfornred credit  of  the three banks so that the
capital  adequate rat io set by Banl< l rrdorresra u'as
not ful f i l led.
Size Effect.  Gett ing bigger IPO in nunrbers is.
gett ing better i ts posi t iorr  u ' i l l  be in t l rc nrarLet ancl
has  capab i l i t ) ' to  ge t  a \ \ 'a \ ' \ \ i th  ra l t re  dcg lac la t ion
and surrnount any'  rnis- investment st fatcg\ conrparecl
rv i th  IPO in  s rna l lnur rbers . I r r  te nr  o t ' l i r ranc ia l .  ge t -
t ing  more  cornpan ies  se l l ing  the i r  sharcs  to  pub l i c .
then autornat ical ly r , ' , i l l  increase the cclrnparrr  capital
al located for busir tess expansiort .  u iden the netu ork.
Research & Developrnent cost.  or othels that con-
tr ibLrtes posit ivel l , ' to the corrpanv..  as seerr f ronr the
income performartce l  ie lded by the cot lpart l ' .  f j ron.r
investment point of  v ierv.  upon so r-nan),  colxpan\
shares  o ld  in  IPO wi l l  re f lec t  tha t  the  compar t r  i s  in
sound condit ion and has goocl reptr tat ion in publ ic.
Size Ef l 'ect is rneasurable u' i th outstanding shares.
rnLrl t ip l iecl  rv i th Offer ing pr ice at IPO. The table be-
lorv presents ( lable 3).
Based on the analvsis resLrl t  of  table l .  5 banks
having the highest r , 'a lLre of issue are Banl '  Rakrat
I n d o n e s i a  ( R p . 4 , 1 6 9 . 1  1 6 . 8 7 5 . 0 0 0 ) .  B a n k  M a n d i r i
( R p . 1 , 9 5 7 . 5 0 0 , 0 0 0 . 0 0 0 ) ,  B a n k  C e n t r a l  A s i a
( R p . 9 2 7 . 3 6 0 . 0 0 0 . 0 0 0 ) .  B a n k  N e g a r a  I n d o r r e s i a
(Rp.922,277.200,000) artd Bank Buana Inclonesia
(Rp. l  35 ,800.000.000) .  And 5  Banks  hav ing  the  Io r r ' -
est value of issues are Bank Su'adesi (Rp. I  5.000.000.
000).  Bank Kesar 'r ,an (Rp. 19.700.000.000).  Banl i  Pik-
ko (Rp. 22.400,000.000) Bank Victor ia Internasir .rnal
(Rp.25.000,000.000).  and Banlt  Artha N iasa Kerrcana
(Rp.25.200,000.000).  The di f fcrence ofthis value of
issue is dLre to the di f ferent of sharcs issueci and ini-
t ia lot fer ing pr ice offered to publrc.
lJr rs i r rc s-s t t  t t  t l  l :  r t  I  t  e l t  r  e i  r  c  t t  r  i  i t  I  R e v i  ev,
Age at the ol fer ing. Older age of cornpanl is
estinratecl to present afierrnarket better perfbrnlance
than the ) ,ounger ones. Age of cornpan"'  at  the t ime
of ini t ia l  publ ic of l -er ing is er dccisivc f 'actor tbl  i r t r  es-
tor to acquire the ini t ia l  ot l -erecl  shares. Age of corn-
panl is nreasurable b1'subtract ing the year ofcorn-
panv  launch ing  the  IPO and the  1 'ear  o f the  es tab-
l i shrnent .  For  de ta i l s  can  be  seer r  i r . r  tab le  4 .
Basecl on the analvsis resLrl t  of  table :1.  in can be
seen that 5 banks u i th old age at t l re t i rne of launch-
ing IPO are Bank Nirsarrtala Paralrvangau (209 years
o ld ) .  Bank  Ra l iva t  Indones ia  (  l0B 1 'ears  o ld ) ,  Bank
Pi l i l io (96 r 'ears old).  Banlt  Kesarvan (89 1'ears old).
ancl  Barr l i  Negara lndonesia (50 vears old).
5 banks rvi t l r  I 'oung age at the t ime of launchirrg
IPO are  Ban l<  Mar rd i r i  (5  years  o ld ) .  Bank  Globa l
In te rnas iona l  151 'ears  o ld ) .  Bank  V ic to r ia  In te rna-
t ional (7 r  eals old ) .  Bank Centur l '  Intervest Corp (8
y,ears old).  and Bank Danpac (8 ;-ears old).  Many
fhctors that al fect the bank's preparat ion fbr IPO
where any requirenrents set by Bapeparn (Capital
Market Supervisory Agency')  shal l  absolutely be sat-
isf led, among other things are the age of company
shal l  at  least be three years old, f inancial  statement
is arrdi ted by accountant registered at 13apeparn u -
der unclLral i f ied opinion (W f K) o1' t l re last book vear
ani l  repLrtable rnerrrbers of the cl i rectors and the corn-
rn iss ion ers.
Ini t ia l  I teturn. Ini t ia l  Return has negat ive f-
fect on the probabi l i ty of  fai lure in the f i rst  year of
IPO. ancl fhi lure probabi l i t .v-  at  the second and third
vear  a l je r  IPO.  l -he  success  o f  company is  h igh ly
af l 'ectecl  w' i th the level of  the cornpan),  Ini t ia l  RetLrrn
at the t inrc of lPO. Inr esturent i r r telest is ref lected
f l 'orr  the closirrc pr ice of the f i rst  t rading day. as get-
t ing rrore t l re clenrand on shares is.  then gett ing in-
crease t l re share pr ice rvi l l  be in the stock market.
ln i t ia l  Return is calculable u' i th the fol lou i rrg fbrmula:
(First  dal  c losing pr ice of- fer ing pr ice)/offer ing
pr ice)X 100.  ' l ' he  resu l ts  ob ta ined l ro rn  the  banks
( 'T'ab le5 ) .
Based on  the  ana lvs is  resu l t  o f  tab le  5  i t  i s  found
t lrat  there are 5 banks l iave the highest Ini t ia l  Re-
1urn. t l rev are: Bank Victor ia Internat ional (100%),
B a n k  K e s a u , a n  ( 7 0 % ) .  B a r r k  N e g a r a  I n d o n e s i a
(47.05oz,t l ) .  Bank E,ksekLrt i f  Internasional (39.28%),
and Bank Srvadesi (30%). And banks having the lorv-
est ln i t ia l  retunr are Bank Mayapada (-  I  7 .5oh),Bank
M e q a  ( 0 o l ' ) .  [ . ] a n k  C e n t r a l  A s i a  ( 0 % ) ,  B a n k
NLrsarrtara Palahvanqan (4.1%)^ and Barrk Rakyat
Indones ia  ( l 1 . ,1%) .  Th is  d i f l -e ren t  va lue  o f  In i t ia l
Retunr is caused by'  the di f ferent of c losing share
price at the f- i rst  da1'  of  t rade of each bank in the
Jakarta Stock Exchanse.
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IPO Act iv i tv.  Cotnpanv's abi l i t l  to cot l t i t l t tc t t l
exist  af iernrarket is also affectcd ui th IPO i tet i t  i t r .
wlrere gett ing lnore cotupanies laLtt tc l t  IPO proglaln
at that t imc. therr gett ing rnore opt i t l t rs of i t lvestor to
bu-n- shares through the lPO. Based otl the data fi 'onl
Jakarla Stock E,xchartge. l t r t r lbcr o1- ct t t r tpal t ics i r t -
f luenc ing  the  bank ing  IPO in  1996 2003 (Tab le  6 ) .
I lased on the attalvsis to table 6. i t  can bc seen
that in 1996 the re * 'ere l6 ct-r t t tpatt ies t t t ldertaki l l t t
IPO in . lakar ta  S tock  [ : . xchat rse .  \ \h ich  i l t f l t re t rced
the  in i t ia l  shares  t rade o f  Bar tk  Nega la  Indones ia
and Bank Ur.t . tum Servi t ia.  In 1997 there uere 30
cor.npanies performing IPO. rvhich i rr l l t renced ini t ia l
shares trade of Bank Pikko. Banl i  Cett t t t rr ' '  I t t te l 'est
Corp. Bank Ar," 'a Pattcl t tarta.  Banlt  Mayapada. Banl i .
C loba l  I t r te rnas iona l  and I lank  Bahar i .
By'  1999 there were 9 cott tpanies uttdertaking
IPO in Jakarta Stock [ :xchartge. rvhicl t  inf l t tenced
shares trade of Bank Victor ia l t t tert tat ional t rd Bank
Bahar i .  ln  2000 there  n 'e re  2 l  cor t tpan ies  launch i r rg
IPO prograrn that inf luenced sl tares tradc of Bank
Mega. Bank Central  Asia. Bartk Btt iur i t  I l rc lonesia.
and Bank Ar tha  N iaga Kencana.  ln  2001 was the
vear in lvhich so nranv conrpanies trnderlal<ini I  IPO.
probably due to reco\/er) '  ecotrorr ic of l t tc lot tesia.
There r ' r ,ere 3l  cornpanies perfortr ing IPO in that
1'ear.  Banks launching IPO prograrr in 2001 u'et 'e
Bank Eksekut i f  lntentat ional artc l  Bank Nusantara
Parahyangan.
By 2002 there were 22 corrpanies undeftaking
IPO that inf luenced shares trade of Bank Sr.r 'adesi.
Bank BLrmi Putra Indonesia nd Banl< Kesawan. And
in 2003 tltere r,vere 6 contpanies Lutdertakirtg IPO
and inf l r-renced the shares trade of I lanl i  Mandir i  and
Bank Rakr  a t  l r tdo t te : ia .
Market Level.  Market l ,evel has t l te neqat ive
effect on the st tccess o1- IPO aftenrarket.  t l tc in-
creasing of nrarket level at  the t i r re of in i t ia l  of fer ing
lvi l lgenerate an abi l i t l  to cort t intre to exist  af terr lar-
ket decl ining. To ident i f \ ' t l te marl iet  level.  shares t t t -
dex pr ice of the end of 1 'ear is takcn (Table 7).
Anal l 's is result  of  the table 7 shou s that -5 banks
having the end of ,v-ear highest share i l tdex are Bank
Kesar,van (3I 0.000).  Barrk Danpac (210.000).  Bank
Umum Sen' i t ia (  I84.375).  Bank Victor ia Intcrnasional
(  150.000)  and Bank Mand i r i  (  148.  1 .10) .  And banks
having the end of year lor 'vest share i l tdex are Banlt
Bahar i  (37 .838) .  Bank  May 'apada (46 . t i75) .  Bank
Pikko (58. 125),  Bartk Century lntervest Corp (58.333 ).
and Bank Negara lnclonesia (61.76-5),  Dif ferent of
market level is caLrsed by the di f l 'erent of  share pr ice
index of each bank at the encJ of t l te vear at thc t i r le
o f  IPO launch ing .
Number of r isk factors. Cotnpatty having hiuh
1lrr . r i r r , . rs  unt l  [ i t t l repretret t r ia l  l?evi t ' l '  I l t5
risk rrsrralll, rvill [re sLrb.ject to untlcrpricad ufier-
nturkctancl r .v i l l  I rave problems in i ts operat ional.  I I r-
vestors usual l \  r ' r ' i l lse l ct  conrpanies havir tgt l te lorv-
est r isk level dLre to the avoidance of urrderpr ice arrd
banl<ruptcy. Risk level in this studf is taken frorn the
companv prospectus publ ished in Jakarla Stock Er-
change ( ' fab le  8 ) .
[ ] rom thc table B is seen that the highest cont-
parn r isk is ou'necl  by Bank Mandir i  (  l5),  Bank Mega
( I  5 ) .Banl,  Rals 'at  Inclonesia (  l4).  I lank Atha Niaga
Kencana ( l4 ) .  Bank  Nusantara  Parahy 'angan (  13)
and Bank Su,adesi (  I  3 ) .  The lo 'uvest company r isk is
ol'u ned bl' Banli C lobal Irrternatiorral (9). Ban k Negara
I n d o n e s i a  ( 1 0 ) .  B a n k  L l r n u n r  S e r v i t i a  ( 1 0 ) .  B a n k
Cerrt l rn lntervest Corp (  I  0),  Bank Bahari  (  10) and
Bank l l l isel<.ut i f  Intcrnat ional (  I 0).
Eve r) '  bank has di f ' f -erent r isk level.  as evident ly
shou'n in go pLrbl ic ompanies'  prospectus. In the
prospectus publ ished b1, the cornpanies to publ ic shal l
be  conta ined the i r  bus iness  r i sk .  namely  poss ib i l i t y
fac to rs  caus ing  those compan ics  fa i l  to  reach the
prclection that leads investors to suff'er frorn losses.
Insidcr Ovynership. Shareholding by'  insiders
is expected to fepresent the irrterest ofoutsider share-
holders. l r rr . 'estors bel iev'e that high shareholding level
bl  insiders make the company remained survive and
rvi l l  earn opt irrrrrn incorne .  Manv corrpanies crrrrent ly
sel l  their  s lrares to their  ou'ned ernployee with ex-
pectation that thev u'il l have higilt ,sen,se oJ'helong-
ing. This 'uvi l l  have posit ive i rnpact on the corrpany
(Tab le  9 ) . .
Analysis resLrl t  of  table 9 conclLrdes that not al l
banks as the sample of this study have insider share-
holdeis.  Nurnber of banks that the shares are held
b r  i n s i d e r s .  t l r c r  a r e :  B a n k  N e g a r a  I n d o n e s i a
(0 .0001) .  Bank  Urnurn  Ser  i t ia  (0 .0630%).  Bank  Glo-
baI Intclnat ic ' rnaI (0.62%). Bank Victor ia Intenrat ionaI
(0 .06%) .  Bank  Mega (0 .01%) .  Bank  Cent ra l  As ia
( 0 . ? " 1 % ) .  B a n k  B u a r r a  I n d o n e s i a  ( 0 . 4 5 % ) ,  B a n k
EksekLrt i f  Internat ional (55.8%). and Bank Nusantara
Parahvangan (33.34o/, ' ) .  J 'here st i l l  r rany banl<s.
u,hich the insiclers clecide not o\\ ' r . l  the cor loanv
slr  ares.
Descript ive Analysis on the Success of IPO
aftermarket.  Pr ior to the descript ion of regressiorr
nrodel in detai ls,  f i rst  t l re result  of  data processirrg
intelpretat ion of the stLrdy objects is presented. The
data is date o1'  1996 to 2003. l 'he data processirrg
result shorvs the fbllou'ing results: (Descriptive Over-
al l  Stat ist ic I  ) .
The table above ref lects the number of ntean
and deviat ion standard for the anal l ,zed var iables.
Valrre of ureans indicates the average f l -ect of  the
tes ted  l 'a r iab les  or r  the  success  o f  bank ing  IPO.
I I i6  S I . ]R I ] , \K  I I
mean$'hilc the der'' iatiort s atldarcJ icscribes the trtttrl-
ber o{-del iat ion f l 'orr  the average of r ' 'ar iable s el- l -ect
on the succcss of IPO.
In  the ' f  ind ica tor  o r  the  s i tccess  o t ' IPO is  {bLrnc l
value of tnean in atttottttt of :l I .48 rvith nlittirnttnl valtte
is 2 and tnaxi tnunr val tre is 86. nhcle the total  of
months in u'here t l te company rcr lai t led l ist ing at J SE
fi 'om l996 to 2003 is as fbl lor 'vs:  the stnal lest arrotrnt
is Bank Ral i ," 'at  Indonesia (2 rnonths) at ld the t l rost
alnount is Bank Ncgara I t tdot lesia (86 r lol l ths).  Valt te
of rrrean of ,1 I  . l  8 indicates that thc total  al 'erage
rront lr  of  the compatr ies bect l rne t l re sar l tple of this
study is 41 .  I  B rnont l ts rv i th dcviat ion to the sLtccess
of average IPON (do' iat iorr  starrdard) is 25.870.
Mult icol ineari t ; -  test (Matr i r  Correlat ion).
VIC (Variance Iuf lat ion Factor) is i r r tended to iden-
t i f l '  rv lrether ntul t icol ineari ty is sLrbsisted or not bascd
on the fbl lorving eqLtattot t :
\  l t -
l -o lerance
In an analysis r . l ,hether Int t l t icol ineari ty '  is con-
tained or not is found arraly 'z ing the fol lorving coeff i -
c ien t  ab le .  na tne ly :  (Tab le  1  0 .  SPSS) .
Ana lyz ing  t l te  co lu r t tn  V IF  co l tu t t t t  o f  tab le  I  0 .
the fol lorving tnul t icol ineari t r  test able is fbLrncl :
Tab le  N ' lu l t i co l incar i t v  Tes t  Rcsr r l t
\ /a r iab le \ ' l  F (  o n c l u s i o n
lJ i rsules,r  u nI  Ert  I  re 1trc t tet r r  i t t  I  Rev i ew
Tab le :  He te roscedas t i s i t u  t es t  r es r r l t
V l  r i r  b l e S i g . C 'on  c lus ion
S i z c  [ : l l t c t
. \ge
I n i t i n l
I I ' ( )  A ( '
\ l rr- l ict [-er cl
I { l S h
' ) , '  I  t t : i t l c t '
(  ) .5 ( )0
0 .911
0 . 2 5 7
0 . 7 2 1
1).01t6
0.l l i [J
0. u5
I  l rcrc is  no I  lc tc loscct l l ts t is i t l
I  l r t r  e  i i  t t r t  H c t c t , r i e c , l i t : t i : i 1 r
I  l r c r c  i -  I ) ( r  I  l e l c r ( ) : ec ( l l l : l i i i l )
I  hc lc is  no I  Ietc ' t 'osccr last is i t l
I  l r e r c  i .  l t i l  He t c t r ) \ ( c ( l i l s l i : i l )
I  l t e r ' ,  i '  n ( )  I  l t ' l c l ' r i e c ( l i l i l i . i l \
I  l r e r i  i .  t t r '  I  I c l c t , ' : e r ' t l : t : t i r i l r
.\ottt ' t ' t ' .  P rot'a s.tc t l l)ul u
Frorn the table above is foLrnd that there is r lo
heteroscedastisity problern. Since the data in the study
contain o independent var iable having sign i f icant <
0.05. the var iables used are f i 'eed frorn Heteros-
cedasity '  problern.
Autoco l inear i ty  tes t  o r  Ser ia l  Cor re la t ion
(DW) ALrtocorrelat i t t t r  shorvs that there is correla-
t ion betueen error and error of the previous period
u'here in this classic assumption should not occur.
Autocorrelat ion test is conducted bv Lrsing Durbin
Watson.
Tab le :  Autocor re la t ion ' fes t  Resu l t
D u l -r lu -t-dl D\\ Conc lus ionDI
0  6 l r  1 . 1 9 0  l . 7 l r )  - 1 . - 1 6 . 1  l . l  l ( ) I h c l c  i s  n odcc i  s ion
Sizc  l : l l t c t
Agc
I n  i t  i a l
tP() .A( '
N4arl 'ct Ler el
R  t s K
9ir Insicler
SotLrce :  Processed Datu
Based on the table above. i t  is fbtrncl  al l  indepen-
dent  var iab les  havc  va lue  o f  V IF  <  10 .  then there  is
no mult icol ineari ty.
Heteroscednst is i t y  tes t .  Hc te loscedast is i t r
indicates tlrat variances clf each eflbrt is hetertrgerl ic.
lh is means breaches classic asst l l t tpt iol l  that recl tr i rcs
that variance of errors trttst be hotnogenl'. ' l 'he tbl-
lorving is presented indetai ls t l re t i r l l  data processing
resLr lt of heteroscedast i  ity test ( Heterosceclast i s i y
test,  SPSS).
To exam ine wltetlter an.v hetersocedast i c itl' prob-
lent or not, \\ 'e need to pa)'attention to tlre significant
co lu r ln  in  tab le  I  I  above.  I le te roscedast is i t t r  tes t
result ,  Tlre table conclt tc les as fbl lorvs:
.\ r tt r r t t . l ' t ot t's s e l d o l a ( s e e u ;t pe t t d t.x )
Based on the table above. in fact the models used
is in tlre decisicln of There i.s rtc)t clecision as vallle
o f  DW is  in  the  area  o f  d l  <  DW < dLr .
DoLrbled l inear regression analysis of factors in-
f luencinq the sLrccess of IPO aftennarket.
Coeffi cient. To exarn i ne resress ion coeffi cient.
t - test must be conducted to ident i fy ' the signi f icant
effect of  i r rdiv idLral  independent var iable on depen-
dent var iable. Meanrvhi le other var iables that are
considered being constant.  This test is conducted t
cor.npare calcLr lated-t  and table-t .  For the purpose of
this. it is necessarl'to pa) attentiott to trtt,slutdardized
coe.f f i t : ients c 'olunrn in the table Concernir tg Coeff i -
c ients.  conterrrplated befbre ( table 1 I ,  SPSS).
Dccision uraking is based on the probabi l i ty:
Vr t l iab le
( ln lcu l l ted  p-
- t  r . ' r rue  
Conc lus ion
l . - t ( )0
l . l 2  |
1 .68- l
t . t 8 7
l .q8- l
1 . 5 6 5
t .272
' I  
h c r c  i s  r t o  r r L t l l i c r r l i t i c l t n t r
I  l r e r i  i .  n ( r  r t t t l l l i ( r \ l i u e  r l i l \
I  I r c r c  i r  r ( , r t u l l i r ( ' l i l ( , r l i l \
I  l r e l c  i s  no  r l L r l l i co l i nc l t r i t r
I  l r e r . '  i .  r t , r  r l r t l l i r , ' l i t l ! i r t i l \
I  l r c l t  i s  t t t ,  t t t t t l l i . , ' l i t t t l r t ' i t r
I  h c r c  r :  t t r r  l t t l t l l i t i l l t t t c l r t  i t r
S i z c  I : l ' l c e l
,,\ ge
I rrlt ia I
I P( ) .\('
\ ' l a lkc t  [ -e r  c l
I T I S K
" , ,  I r rs i r l c t '
-0.1129
0.1 i  8
0 . 4 1 8
-0. .+ I9
-2 . l 0 -5
- r . l 7 l
-0 l((r9
0.-122 I[o is not re. jected
0.(r(r8 I lo is not re.iectcd
0.61i3 I lo is not re. iected
().681 I Io is not re. jccteci
0.{)55 Ho is not re. iccted
0. l  (r j  I  l t i  is not reiected
0..10 I I  lo is not rcjcctcd
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BasecJ on the unstandarci ized coef l lc ient column
in  t l re  coef f i c ien t  co lL In rn .  thc  f i r l l o r \  ing  reuress i ( rn
cclLral ion ntot lel  is ntaclc:
The Srrccess of IPO - 252.135 4"2-12 Size effect
'  0 .055 Age r t  thc  o f l ' e r i r r r l
*  0 .112 In i t ia l  Return  -0 .532
IPO Act i r  i t r  0 .25 ,1  Mar
l<.et [ -eveI - ,{ .6]7 Nurlbel  o{ '
r i sk  fac to r  i  7 .517 Ins ic lc r '
ou 'nersh ip  l  e
Size Effect Variable. In Size l ' r f fect val iable is
shou'n that regression coef ic ient fbr the var iable is
-4.232. Ne-gat ive rnark rneans Size Eff-ect has rrcsa-
tive eff-ect on the sllccess ol'lPO. Fji{-rtrre -4.211 nreans
tha t  ever ) ' inc rease o1- l  L r r r i t  in  s ize  e1 ' l -ec t  rv i l l  c lc -
c rease the  success  o1 ' IPO in  amount  o1 '11"231.
For t- test.  as in t  colLrr ln.  is fbuncl the calculated
t is -0.829 'uvi th p-r 'af tr i ,  of  0. ,112 is bigger tharr 0.05.
then Llo fhi ls to be re- jectec1. rneans Size F. l l -ect has
rro signi f icant effect on the sLlccess ol ' IPC).
Age at the offer ing. IN Age at the offer ing
variable is seen t l rat  regression coef ' l lc ient fc lr  the
variable is 0.0-55. The posit ive nrark r learrs age at
the offer ing has signi f icant effect on the success of
IPO. Figrrre 0.055 rrean that everr,r  increase of I  rrni t
in Age at the offer inq \ . \ ' i l l  raisc the success o1' IPO
in ar.nount of 0.055.
For t- test.  as in t  colur lrr .  is fbrrnt he calculated t
is 0.418 wi lh p-t tr lue of 0.(168 rs bigger than 0.05.
lhen Ho fails to be re.jccted. l neans Ase at the oI'l-er-
ing has not signi f icaut el ' lect on the success of IPO.
Ini t ia l  Return. In ini t ia l  retLrrrr  var iable is scen
that regression coeff ic ient for the var iable is 0.1 22.
Posit ive f igure means ini t ia l  return Iras posrt ive f :
f -ect on the success of IPO. [ : icLrre 0.122 rnean that
everl , increase of I  Lrni t  in the ini t ia l  ret trrn r .r , i l l  a ise
the  success  o l  IPO in  a r r rount  t r f  0 .122.
For t- test,  as in t  colLrrnn. is found t l re calculated
t  i s  0 .41  8  w i th  p -vu lu t ,o /  0 .683 is  b igger  than 0 .0 .5 .
then Flo fai ls to re. jected, nreaus the Ini t ia l  return has
no effect on the success o1' IPO.
IPO Act iv i ty.  In IPO act i \ i t ) '  v 'ar iable is seen
t lrat  regressiorr cocff ic ient f i ' r r  the var iable is -0.-532.
Negat i l 'e rnark nrearrs IPO act i r , i t r  has negat ive 1--
f 'ect on the success of IPO. Figure -0.5:12 lneans
tha t  ever ) , inc rease o f  l  un i t  in  IPO Act iv i t y  w i l l  de-
crease the success of IPO in anrount of 0.5-12.
For t- test,  as in t  colulnn. is fourrd the calculated
t is -0.41 9 rvi th p-t ,alue of 0.682 is bigger than 0.05
then Ho fai ls to be re. jected. rreans IPO Act iv i t r  has
no signi f icaut e11ect on t l te success of ' lPO.
Market Level.  ln Malket l ,er, 'e l  var iable is seeu
Brr.s in cs.s ont l  l in t re l t renetrr iu l  l lcy ieu l [ , i7
tha t  regress ion  coef f l c ien t  1or  the  var iab le  i s  -0 .25 :1 .
\egat ire rnark l l reans IPO act iv i t r .  has negat ire r . f -
f 'cct  on thc sLrccess ol-  IPO. Ir igure -0.25.1 nteans
t lrat  everl  increase of I  Lrni t  in IPO Act iv i tv l r i l l  de-
crease the success of IPO in arnount of 0.254.
F-or t- test" as in t  colrrnrn. is forrnd the calcr"r lated
t  i s  -2 "105 w i t l r  p - t ,u lue  o f  0 .055 is  b igger thar r  0 ,05
then Llo fai ls to be re. jected. l reans Market l .evel
has rro sip.ni f icant ef l 'ect on the success of IPO.
Number of Risk Factors. In Number of Risk
Factors var iable is seen that regression coeff ic ient
l i r r  the  var iab le  i s  -5 .627.  Negat ive  rnark  rneans
Nurrber of Risk Factors has rregat ir ,e effect on the
success o1' lP().  I r igure -5.O7 l l teans t l tat  er er l  i r r-
crease of luni t  in IPO Act i l , i ty,u, i l l  c lecrease the suc-
cess  o1 ' IPO in  anrou l r t  o1-  5 .627.
For t- test.  as in t  colurrrn. is fbLrnd t l re calculated
t is -  l  . :17 |  rv i th 7r-r ,a/rrc,  of  0.1 65 is bigger t l ran 0.05
then I  lo fai ls to be re. jectcd. rreans Nurlber of Risk
Factols has no sicrr i f lcarrt  ef I 'ect on the success of
t P O .
Insider Olvnership. In Insidel Ownersl i ip var i-
able is seen that regression coeff ic ient for the var i-
able is -31.531. Negat ive ntark rneans Insider Or,vn-
ership has negat ive eff-ect on the success of IPO.
FigLrre -37 ^531 rneans that every increase of luni t  in
IPO Act iv i t r  rv i l l  decrease the  success  o f  IPO in
anrount  o f17 .537.
Fol t - test.  as i rr  t  colur ln.  is fbLutd the calculated
t is -0.869 with p-t :ct lua o1'0.,101 is bigger than 0,05
t lren Flo fai ls to be rejected. treans Irrs ider O',vner-
ship has no signi f icarrt  ef lect on t l re sl lccess of lPO.
Significance test (F Statistic Test) and Coef-
f ic ier i t  f )eterminant (R2).  Signif icance t st  (F Sta-
t ist ic test) .  F-test is used to test rvhether al l  indepen-
dent var iable col lect ivelv have signi f icant eff-ect on
dependent var iable. H1'pothesis appl ied in this F sta-
t ist ic fest is stated as fol lor,vs:
H o : b : b " - * 0
Col lect ively '  there are no signi f icarrt  ef fect be-
tu'een Size Effect.  Age at the offer ing, Ini t ia l  Re-
turn. IPO Act iv i ty.  Market Ler, 'e l .  Number of r isk
fhctcrrs and o/o lnsicler orvnershin on the success of
I P O
F I a :  b l  +  b 2 ' 0
Col lect ively there are no signi f icant effect be-
tr.veen Size Effect. Age at the offering. Initial Re-
turn. IPO Act iv i t l , .  Markel Level.  Number of r isk
fhctors and ok Insider orvnership on the sLrccess of
I P O
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Decision mal<ing basis based on t l te probabi l i t l  :
l f  p-t ,ulue < 0.05. t l tert  Ho is re. iected
lf  p-t 'ct lue > 0.05. then FIo fhi ls to rejected
For detai ls.  i t  catt  be seetr i r l  F col tr t l l t l  and Sig-
ni f icant colut l t t  in the fol lorving ANOVA table I  2.
From regression test based ot l  At lova table. is
found the calcLr latedF is 1 .-53 7 u i t l t  p-r ' r t l t rc i , i  0.239
> 0.05, then Ho fai ls to re- iected. fhis nreans col lec-
t ivel-v.-  al l independent var iables have no ef- fect ot t
deperrdent var iable.
Determinant Coeff ic ient Test (R:).  For de-
ter-minacl coefficient test. the fil l lou irrg Model Sr-rn-
mary' table shoLrld be heeded (Table 13)
Frorn Doubled-regressiott  pl 'ocessi t lg restt l t  i r t
table l2 is found that deterrninacy coeff- ic ient of R2
:  0 ,158.  Means a l l  independent  var iab les  (S ize  Ef -
fect,  Age at the offer ing. Ini t ia l  Rettrr t r .  IPO Act iv i ty.
Market Level.  Nttmber of r isk factors and % Insider '
o rvnersh ip  on  the  s l l ccess  o f  IPO)  on l r  exp la ins  thc
variat ion of depe rtdetr t  var iable to t l te sLtccess of IPO
is I  5,8%. t l te rest (  100%- I  5.8%-74.2'%) iserplained
by other factors that are not er lgaged in the ntodel.
Hypothesis Test
Hypothesis 1
Hol : Size E,ffect has no significant ef-fect on the
success of IPO.
FIal : Size Effect has significarrt effect otr the sLtc-
cess of IPO
From the t- test result .  the calcLt lated t  is -0.B29
wirh p-t ,cr lue of 0,422 is bigger tharr 0.05. then Ho
fails to be re-iected, lrlealts Size [:,ffect has no siorrifi-
cant effect ot t  the success of IPO.
Hypothes is  2
Ho2 : Age at the offering has no sigrrificant effect
on the success of IPO
Ha2 : Age at the off'ering has significartt eff-ect orr
the sLtccess of IPO
Fron-r the t- test result .  the calcLr lated t  is:0.138
with p-t ,alue of 0.668 is bigger than 0.05. then [ ]cr
fails to be re.jected, Inealts Age at the offering lras tro
signif icant eft-ect on the success of IPO
Hypothesis 3
Ho3 : Initial Return ltas no significant efl-ect on the
success of IPO
Ha3 :  Ini t ia l  Returu l ras signi f icant effect on the sLtc-
cess of IPO
Frorn the t- test result .  the calcrr lated t  is 0.41 8
' ,v i lh p-value of 0,683 is bigger than 0.05. then [- lo
lai ls to be rejected, lneans Ini t ia l  Return has no sig-
nificant effect on the sttccess of IPO
Hypothesis , l
Ho4 :  IPO Act iv i ty has no signi f icant effect on the
success of IPO
Ha4 :  IPO Act iv i ty has signi f icant ef- fect otr  the suc-
B u s i  ne s s t t  nd Entepre neur i  t t  I  Rev iet t "
cess of IPO
Frorr the t- test re sul t .  the calct t lated t  is -0.419
with 1r-r ' r r l r le of 0.682 is bigger than 0.05. thert  Ho
fai ls to be re. iected. rreans IPO act iv i ty has no sig-
nificant efl-ect on the sttccess of IPO
Hypothesis 5
I lo5 :  Market Level l ras tro signi f icant negat ive f-
l 'ect on the success of IPO
Ha5 :  Market Level has signi f icant negat ive f fect
on the sl lccess of IPO
From the t- test result .  the calcLr lated t  is -2.105
with p-,-ulue of 0.055 is bigger than 0,05, then Ho
fails to be re.jected. means Market l-evel has no l]ega-
t i r ,e signi f icant effect on the success of IPO
Hypothesis 6
Ho6 :  Nurnber of Risk Factors has no signi f icant ef-
fect on the success of IPO
Ha6 :  Number of Risk Factors has signi f icant effect
on the success of IPO
Frorn  the  t - tes t  resLr l t .  the  ca lcu la ted  t  i s  -1 .471
rv i th  p - r 'a1zrc  o1 '0 .165 is  b igger  than 0 ,05 .  then Ho
fai ls to be re- jected. l reans Number of Risk Factors
has no nesat ive sigrr i f icant effect on t l te success of
tPo
f lypothesis 7
t lol  :  o/o Insider Orvrrership has no signi f icant ef-
fect on the success of IPO
Hal : o/o Insider Ownership has significant effect on
the success of IPO.
Fronr the t- test result .  the calcLr lated t  is -0.869
with p-vtr lue of 0,401 is bigger than 0,05, then Ho
fai ls to be re. jected, mealts % Insider Orvnership has
no uegat ive signi f icarrt  ef fect on the success of lPO.
( T a b l e  1 4 ) .
C O N C L U S I O N
Based cln the calculat iot t  result  by using Ml l-
tiple regre.s.sion f SPSS program to the company
cliaracteristic effect on the sllccess of IPO for pe-
nod o f  1996 -  2003.  then a  conc lus io t t  i s made as
follor.r s:
Size Effect has no sienificant effect on the suc-
cess  o f  bank ing  IPO.
Age at the offer ing has Iro signi f icant effect on
the  success  o f  bank ing  IPO.
Ini t ia l  Retuln has no signi f icant effect on the suc-
cess  o f  bank ing  lPO.
IPO Activity has no significant effect on the suc-
cess  o f  bank ing  IPO.
Number of risk factors has no significant effect
on the sLlccess of barrking lPO.
Market level has no signi f icant negat ive f fect
on the slrccess of bankine IPO.
V o l . 6 . 1 0 0 7
lnsider Orvnership Iras I . to signi l icant efTect on
the  success  o1 'bank ing  IPO.
The result  of  study indicates that colnpany char-
acter ist ic has tro signi f icant effect on the st tccess of
banking IPO is not in l ine rvi th a str tdv condttcted by
Doug las  A Hans ler  (1991)
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